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THE YEAR AT A GLANCE 

Fiscal Year Ended February 29, (28) 


Net Sales 


1964 1963 

.$22,456,155 $20,016,876 


Earnings before Federal 
Income Taxes . 893,141 

Federal Income Taxes. 354,000 

Net Earnings . 539,141 

Earnings per Share . $0.42* 

Shareholders* Equity . 6,076,087 

Shareholders* Equity per Share $4.77* 

Cash Flow . 1,723,499 

Cash Flow per Share . $1.35* 


964,244 

465,720 

498,524 

$0.39* 

5,600,654 

$4.40* 

1,522,939 

$ 1 . 20 * 


* Based on number of shares outstanding at end of year. 
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PRESIDENT’S MESSAGE 



1958 1959 1960 1961 1962 1963 1964 


To Our Shareholders; 

Sales, net earnings and 
cash flow of our Company 
again reached record levels 
for the fiscal year ended 
February 29, 1964. 

Net earnings after taxes 
totaled $539,141 or 42 
cents a share on sales of 
$22,456,155. In the preced¬ 
ing year we earned $498,524 
or 39 cents a share on sales 
of $20,016,876. 

Cash flow totaled $1,723,499 or $1.35 a share 
compared with the $1,522,939 or $1.20 cents a share 
of a year ago. This is a fact of considerable impor¬ 
tance to our Company. 

Cash flow has been, and continues to be, a principal 
financial tool in our expansion program. Simply stated, 
it provides us with funds above and beyond our re¬ 
quirements for fixed asset purchases and repayment 
of bank debt. 

A concrete example of what this availability of 
capital can mean to us in terms of growth is illustrated 
by two of our major acquisitions during 1963. Early 
in the year we purchased the assets of the Deegan 
Denham Candy and Tobacco Co. in a move to strengthen 
our wholesale business in the Cleveland area. Shortly 
after, we purchased the assets of Swifty Commissaries, 
Inc. to provide ourselves with a solid foundation for 
the growth we foresee in industrial and institutional 
feeding. We completed both these transactions with¬ 
out the need for additional equity financing and this 
is an excellent example of the benefits to be derived 
from our good cash flow position. 

During 1963, our operations were adversely af¬ 
fected by the loss of our single largest customer. This 
was high volume and highly profitable business. An 
important fact to us was that this loss was in no way 








due to a poor performance on our part. We were a 
subcontractor and the prime contractor decided as 
a matter of national policy to assume the vending 
business itself. 

We are no longer subcontractors in any large 
installation and it is now our policy to take only 
primary contracts wherever possible. Through our 
acquisition of Swifty and the subsequent establishment 
of a food commissary at our Cleveland headquarters, 
we are in a position to handle volume feeding projects 
of any type—completely automatic, a combination of 
automatic and manual, and a complete manual service. 

Today, with our volume at a rate approximating 
$23,000,000 annually, produced by many thousands 
of locations, we are in the extremely favorable posi¬ 
tion of having no single location produce more than 
1 per cent of our over-all volume. 

How did this loss of business which we have de¬ 
scribed here affect our past year’s earnings progress? 
It is interesting to note that we more than compen¬ 
sated for this loss, aided in part by the Revenue Act 
of 1964 pertaining to the change in the seven per cent 
investment credit and, more importantly, by earnings 
generated through our internal growth and acquisition 
program. 

Thus we feel that we have emerged in a position 
to continue our profitable growth program. At year 
end working capital had more than doubled over the 
preceding year to a total of $1,701,852. This favorable 
working capital position is the result of the refinancing 
of our long-term debt in January, 1964. It has enabled 
us to spend in excess of $800,000 for acquisitions since 
that date. All of these have been made in areas in 
which we now operate. 

Shareholder equity of $6,076,087 or $4.77 a share 
was at a new high and we feel that our substantial 
cash flow will enable us to continue our active acqui¬ 
sition program, thus further solidifying our strong 
position in the industry. 


ACQUISITIONS PLUS INTERNAL GROWTH 

We are currently looking at several acquisitions 
which would increase our earnings and which can be 
serviced by our present organization without propor¬ 
tionate increases in overhead. And while acquisitions 
represent one means of expansion for our Company, 
we are making marked progress internally as witnessed 













by the fact that our food and full line divisions are 
currently running nearly 15 per cent ahead of last 
year’s pace on an internal growth basis. 

We look for our most significant growth to come 
in the field of industrial and institutional feeding. Our 
combination manual-automatic feeding service which 
we call “Rapid Line” has gained wide acceptance in 
our operating areas and represents an excellent method 
of feeding large groups of people in a limited space. 
During the past year we made such installations for 
many industrial locations including the Clevite Cor¬ 
poration, International Business Machines, Sealtest 
Foods, Blue Water Sea Foods, Inc., Antenna Special¬ 
ists, Inc. and many others. 

Our completely automatic feeding facilities and 
banks of automatic vending machines serving supple¬ 
mentary items are in literally hundreds of installations 
throughout Ohio. They are used both as an adjunct to 
a cafeteria service in a plant or as the sole means of 
feeding employees. 

FOOD SERVICE AND VENDING RIGHTS 

Now, with the establishment of a commissary at 
our headquarters and with the integration of Swifty 
into our operation, we have entered the area of manual 
cafeteria feeding. We are — and will continue to be — 
the prime feeding contractor in a location and will 
also have exclusive vending rights as well. 

We feel that the years ahead will be profitable ones 
— both for our industry and for our Company. With 
careful and mature judgement we have developed the 
organization and the operation to meet the challenges 
and potential of the profitable growth we see ahead. 
Results for the past year have reflected this ground¬ 
work we have carefully laid. We foresee continued 
worthwhile growth in sales and earnings in both the 
short and long term future. 

During the past year we were fortunate in being 
able to add to our Board of Directors, Mr. George 
Pryor, a former ranking executive of The Cleveland 
Trust Company. Mr. Pryor brings with him to our 
Board wide experience in financial matters that is 
proving of invaluable help to our Company. 

I would like to take this opportunity to extend our 
appreciation to our shareholders for their confidence, 
to our employees for their support, and to our cus¬ 
tomers for their patronage. 

Sincerely, 
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SERVICE 
IS OUR 
BUSINESS 


Through nearly 14,000 automatic vending machines placed 
in a wide range of sales locations, American Automatic 
Vending Corporation each day distributes a variety of prod¬ 
ucts and services to the public. 

Ours is a service organization, based on making the prod¬ 
ucts we sell conveniently available on a 24-hour-a-day basis 
to the buying public. Each day thousands of consumers in 
plants, public and office buildings, hospitals, restaurants, 
shopping centers, schools and taverns deposit thousands of 
coins in our machines. 

The products and services we sell are many. We vend 
candy, cigarettes, cigars, coffee and hot chocolate, cold 
drinks, sandwiches, hot and cold foods, pastries, soups, 
salads and music. 

Through branches in our Cincinnati and Cleveland areas 
we are wholesalers, selling cigarettes, cigars, candy, drugs, 
syrups and other products to delicatessens and confectioners, 
drug and grocery stores. 

Through our Hospital Specialty Company subsidiary we 
sell some 35,000,000 feminine hygiene products each year. 

We are in the field of industrial and institutional feeding 
which is our area of greatest potential. While our growth in 
food service has been substantial, the future holds even 
greater promise for us. 

Through our Swifty Food Company subsidiary, we supply 
thousands of sandwiches and salads each day to drug stores, 
bowling alleys, taverns, schools, hospitals and many, many 
other retail outlets. 

In short, in all avenues of our operation we sell presold 
products in demand day after day, in good times and bad , 
by a large segment of the buying public in many thousands 
of locations. 

We do much more than simply distribute our products. 
In all phases of our operation, we have built our reputation 
on the concept of service. We have taken for our corporate 
slogan, “Service Is Our Business,” and this has becb’me the 
hallmark of our operation. 

For example, throughout our vending operation we pro¬ 
vide an extensive service to all customer locations. This 
includes round-the-clock servicing of our machines through 
a fleet of radio-dispatched trucks; prompt product refilling 
of all our machines; the installation of the most modern 
equipment available to our industry. Because we do no 
manufacturing we are in a position of being able to provide 
still another customer service — the installation of the ma¬ 
chines best suited for the customer’s particular needs. 

We operate through wholly-owned subsidiaries or divisions 
in Cleveland, Cincinnati, Columbus, Toledo and the Hamilton- 
Middletown area and we operate on a national scale through 
our Hospital Specialty Company subsidiary which sells femi¬ 
nine hygiene items, dispensed through vending machines in 
every state in the nation. 

We are among the largest operators of vending equip¬ 
ment and food services in the country. Because of our past 
growth and experience we are in an excellent position to 
grow in an industry that is reaching maturity. 
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A 

PATTERN OF 
GROWTH 


The vending industry today has reached its third 
major stage of development since the days of World 
War II, a period marked by a growth in volume from 
some $600 million in 1946 to more than$3 billion in 1963. 

The companies operating within the framework of 
the industry have reflected the industry’s growth and 
diversification, progressing from the single-product- 
operators of the war days, to the operator who grew 
with the industry and began offering a full line of 
products to today’s major operators who have entered 
the field of industrial and institutional feeding. 

Industry analysts forecast industry volume at 
$6 billion by 1970 and with the rapid growth the 
industry is experiencing in the huge-and-growing feed¬ 
ing markets, many feel that this figure may be far 
too conservative. 

The growth in population, the increase in the size 
of the working force, and the anticipated large in¬ 
creases in school registrations at all levels are directly 
tied to the potential that exists for the vending in¬ 
dustry. These are the areas into which vending has 
begun making strong inroads with food service. 

The industry also is able to count on two continu¬ 
ing, time-proven sources of revenue growth; a built-in 
increase each year in consumption of basic com¬ 
modities such as candy, coffee, cigarettes, and other 
staple items and, secondly, a host of new products 
that are steadily becoming available to the vending 
machine operator with rapid technological improve¬ 
ments in vending equipment. 


LARGE COMPANIES EMERGE 

Capitalizing on this series of growth patterns 
within the industry are a number of publicly owned 
companies which have emerged in recent years. Their 
emergence from what had been for many years a frag¬ 
mented industry has been largely a question of eco¬ 
nomics. The high cost of today’s sophisticated equip¬ 
ment, the advantages of volume purchasing, extensive 
financial controls, large maintenance staffs and repair 
shops, fleets of radio controlled trucks and centralized 
management have all combined to offer countless com¬ 
petitive advantages to the larger operator. 

Backed by more than 30 years of profitable growth 
and experience in the vending industry, American 
Automatic Vending Corporation has become one of the 
nation’s largest companies operating within its industry. 

Our growth has been rapid and sales in excess of 
$22,000,000 during the past fiscal year represented a 
tripling of the Company’s volume in just four years. 
Our goal throughout the years has been profitable ex¬ 
pansion on an orderly, planned basis. We now operate 
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in most of the major population centers throughout 
the state of Ohio. 

Because of our size and our reputation for quality 
service, new markets are continually opening up for 
us. Our sales force is constantly in touch with the 
leading industrial, commercial and institutional loca¬ 
tions in our areas. Our approach to all prospective 
clients is that we are able to provide them with a com¬ 
plete and helpful service. We make a detailed analysis 
of a prospect's location and then are in a position to 
recommend to the prospective client exactly what 
his needs are in relation to either a full-cafeteria food 
service or a vending service ranging from a cigarette 
machine to an automatic feeding installation. 

QUALITY SERVICE 

Once we have placed our machines on a customer's 
location we take great pains to provide a quality 
service. We use the finest equipment in the industry, 
selected on the basis of the customer's particular 
needs, purchased from the best manufacturers in the 
industry. We keep a 24-hour service crew available 
for instant trouble shooting and keep our machines 
stocked with quality products at all times. We find 
this emphasis on service of great value not only to 
our clients but to ourselves. In account after account 
where we have replaced a competitor's equipment — 
or replaced a manual cafeteria service — we have 
been advised by our clients that we have increased 
gross revenues by as much as 20 to 25 percent over 
the preceding operator. 

Through our network of operating subsidiaries and 
divisions we are able to provide these services and 


we are finding a continuing need for expansion as re¬ 
ception of our company from prospective clients in¬ 
creases. For example, in Cincinnati we recently made 
a substantial physical addition to our Stem Vending 
Company building to consolidate operations and to 
house new commissary facilities which were needed 
to meet the demands for our food services. 

Our food service is handled by our American Food 
Service division. This phase of our business is be¬ 
coming an increasingly important segment of our 
operation and it was to help prepare for the growth 
of this business that we purchased the Swifty Com¬ 
missaries, Inc. last year. 

COMMISSARY NOW ESTABLISHED 

The acquisition of Swifty has strengthened our 
feeding operation considerably and its operations are 
now housed in the Cleveland commissary we con¬ 
structed this past year. It is one of the finest installa¬ 
tions of its type in the state and was planned with 
additional future expansion in mind. 

We now offer prospective clients a choice of any 
of three different types of food service, a completely 
automatic operation, a combination of automatic and 
limited counter service which we call “Rapid Line” 
and a full manual service. No matter what food service 
we offer, our client automatically becomes a customer 
for our supplemental vending services which include 
vending machines offering employees, or students, our 
additional product lines of candy, coffee, cold drinks, 
and many other items. 

Through our American Food Service division we 
have both vending and manual food service under our 
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direct control, providing economies, controls and con¬ 
veniences extremely beneficial both to our clients and 
to our Company. 

Our plans call for an implementation of this same 
pattern of operation throughout each of our operating 
areas and as we realize our growth potential in these 
areas, we intend to extend outward from our present 
geographic base. 

Many of our operating units have come to us 
through acquisition and we intend to continue our 
policy of aggressive acquisition as other local com¬ 
panies in other cities become available to us, and as 
our cash flow and financial position allows us to do so. 
The fact is that we have been steadily expanding 
outward from our Cleveland base yet we are continu¬ 
ally finding that even in the areas where we show 
marked strength there is still growth available to us. 

Through the acquisitions we have made in the 
past years we have built a strong management team 
throughout our operation. We have planned our man¬ 
agement team with the long range goal in mind that 
tomorrow we will be a much larger company than 
we are today. 

Over the years we have built a broad and substan¬ 
tial corporate base made up of the sale of thousands of 
items in demand by many thousands of people each 
day. We feel it is a sturdy springboard for continuing 
growth in this industry of unattended retailing. 




■■■■■ 
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AMERICAN AUTOMATIC VENDING 

CONSOLIDATED 

Februarj 


ASSETS 


CURRENT ASSETS 

Cash. $ 751,603 

U. S. Government securities — at cost and accrued interest. 398,418 

Accounts receivable: 

Trade. $ 371,555 

Other. 134,119 505,674 

Merchandise inventories — at lower of cost 

(first-in, first-out) or market. 1,328,721 

Advances on customer commissions. 493,349 

Prepaid expenses. 250,974 


TOTAL CURRENT ASSETS $ 3,728,739 


OTHER ASSETS 


275,634 


PROPERTY AND EQUIPMENT — on the basis of cost 

Land and buildings ($44,469) and leasehold improvements 

Vending equipment. 

Other equipment . 


Less accumulated depreciation and amortization 


$ 267,501 

4,957,069 
518,679 

$ 5,743,249 

2,744,385 2,998,864 


INTANGIBLES — at cost less amortization 
and write-offs — Note B. 


4,453,547 

$11,456,784 





























CORPORATION AND SUBSIDIARIES 

iALANCE SHEET 

29, 1964 


LABILITIES AND SHAREHOLDERS’ EQUITY 

CURRENT LIABILITIES 

Current portion of long-term notes payable to banks. 

Note payable to others. 

Trade accounts payable. 

Other payables and accrued expenses. 

Federal income taxes, including deferred taxes of $78,447 . 

TOTAL CURRENT LIABILITIES 

LONG-TERM DEBT — excluding current portion — Note C 


Notes payable to banks. $ 3,073,810 

Convertible subordinated debenture. 280,000 


SHAREHOLDERS’ EQUITY 

Common stock, no par value — Notes C and D: 

Authorized 2,000,000 shares 

Issued and outstanding 1,274,149 shares. $ 637,074 

Additional paid-in capital (no change during year). 3,075,055 

Retained earnings — Note C. 2,363,958 


$ 403,999 

300,000 
526,405 
364,877 
431,606 

$ 2,026,887 


3,353,810 


6,076,087 


$11,456,784 


See notes to financial statements. 























AMERICAN AUTOMATIC VENDING CORPORATION 
AND SUBSIDIARIES 

STATEMENTS OF CONSOLIDATED EARNINGS AND RETAINED EARNINGS 

Year ended February 29, 1964 


EARNINGS 


REVENUES 

Sales.. 

Other income 


COSTS AND EXPENSES 

Cost of merchandise sold. $15,515,046 

Selling, administrative, and other operating expenses. 4,828,989 

Depreciation and amortization. 887,852 

Location costs written off. 327,006 

Interest expense. 193,136 


EARNINGS BEFORE FEDERAL INCOME TAXES 
FEDERAL INCOME TAXES — estimated — Note E. 


NET EARNINGS 


$22,456,155 

189,015 

$22,645,170 


21,752,029 

$ 893,141 

354,000 

$ 539,141 


NET EARNINGS PER SHARE 


$ .42 


RETAINED EARNINGS 


Balance at March 1, 1963 . $ 1,888,525 

Net earnings. 539,141 

$ 2,427,666 

Cash dividends — $.05 a share. 63,708 

Balance at February 29, 1964 . $ 2,363,958 


See notes to financial statements. 
































NOTES TO 

FINANCIAL STATEMENTS 

AMERICAN AUTOMATIC VENDING CORPORATION 
AND SUBSIDIARIES 

February 29, 1961* 

Note A — Principles of consolidation 

All of the Company’s subsidiaries are wholly-owned 
and are included in the consolidated financial statements. 
During the year the Company acquired for cash the net 
assets of several companies and the results of operations 
of these companies are included in the earnings statement 
from their respective dates of acquisition. 

Note B — Intangible assets 

The amount shown for intangible assets consists of 


the following: 

Cost of locations purchased .$3,327,641 

Good will. 1,107,188 

Other. 18,718 

TOTAL.$4,453,547 


The cost of locations purchased is allocated to the 
locations retained six months after dates of acquisition. 
Thereafter it is the Company’s policy to charge current 
operations with the allocated cost of locations as they 
become worthless. Good will has not been amortized since 
there has been no diminution in value. 

Note C — Long-term debt 

At February 29, 1964, the notes payable to banks con¬ 
sisted of the following: 

A 6% note in the amount of $3,466,500 due 
in monthly installments of $33,500 until January 
15, 1970, $41,000 until January 15, 1971, $50,000 
until December 15, 1971, and the balance of 
$46,000 due January 15, 1972. The provisions of 
the note require the Company to maintain con¬ 
solidated net current assets of not less than 
$500,000 and restrict the payment of cash divi¬ 
dends to an aggregate amount not in excess of 
50% of cash flow, as defined, from December 1, 
1963. Retained earnings not so restricted amounted 
to approximately $131,000 at February 29, 1964. 

A 6% note in the amount of $11,309 due in 
monthly installments of $166 including interest. 


The 4% convertible subordinated debenture is due 
June 30, 1966, and is convertible into shares of common 
stock of the Company at the option of the holder at a 
conversion price of $8.80 per share. At February 29, 1964, 
there were 31,818 shares reserved for such conversion. 

Note D — Stock options 

The Company’s restricted stock option plan reserves 
60,000 shares of common stock for issuance to officers and 
employees at not less than market value on the dates 
options are granted. Options are exercisable after two 
years from date of grant and expire generally in 10 years. 

At February 29, 1964, there were options outstanding 
for 56,700 shares at prices ranging from $7.75 to $12.10 
per share. During the year no options were granted or 
exercised and options for 500 shares were cancelled. 

Note E — Investment tax credit 

As a result of the enactment of the Revenue Act of 
1964, the Company changed its accounting policy (adopted 
in fiscal 1963) of reflecting the investment tax credit in 
earnings over the useful lives of the related assets and in 
fiscal 1964 has included the full amount of the credit in 
earnings. Accordingly, federal income taxes for the year 
were decreased and net earnings increased by $64,500, 
which includes $30,500 representing the balance of the 
prior years credit. 














PRINCIPAL 

SUBSIDIARIES 


CERTIFIED PUBLIC 
ACCOUNTANTS’ OPINION 


Ace Vending Company 
Columbus, Ohio 


ERNST & ERNST 

UNION COMMERCE BUILDING 
CLEVELAND. OHIO 44114 

Board of Directors and Shareholders 
American Automatic Vending Corporation 
Cleveland, Ohio 

We have examined the consolidated balance sheet of 
American Automatic Vending Corporation and subsidiaries 
as of February 29, 1964, and the related statements of 
consolidated earnings and retained earnings for the year 
then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly in¬ 
cluded such tests of the accounting records and such other 
auditing procedures as we considered necessary in the 
circumstances. 

In our opinion, the accompanying balance sheet and 
statements of earnings and retained earnings present fairly 
the consolidated financial position of American Automatic 
Vending Corporation and subsidiaries at February 29, 1964, 
and the consolidated results of their operations for the 
year then ended, in conformity with generally accepted 
accounting principles which, except for the change (which 
we consider proper) in the treatment of the investment tax 
credit, the effect of which is explained in Note E to the 
accompanying financial statements, have been applied on a 
basis consistent with that of the preceding year. 


Cleveland, Ohio 
May 12, 1964 




Butler County Vending Company 
Hamilton, Ohio 

Industrial Vending Company 
Cleveland, Ohio 

Star Vending Company 
Toledo, Ohio 

Stem Vending Company 
Cincinnati, Ohio 

Stem Music Company 
Cincinnati, Ohio 

Stem Amusement Company 
Cincinnati, Ohio 

Hospital Specialty Company 
Cleveland, Ohio 

Emslee Products Company 
Cleveland, Ohio 

Swifty Food Company 
Cleveland, Ohio 

Ace Tobacco Company 
Cleveland, Ohio 
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